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I. INTRODUCTION

This matter comes before the Public Service Commission of South Carolina (the

Commission) on the Application of Chem-Nuclear Systems, LLC (Chem-Nuclear or the

Company) on a proceeding for approval of allowable costs as required under the

provisions of the Atlantic Interstate Low-Level Radioactive Waste Compact

Implementation Act (the Act), codified as S.C. Code Ann. Section 48-46-10 et se%

(Supp. 2002). Pursuant to Section 48-46-40(B), this Commission is authorized and

directed to identify allowable costs for operating a regional low-level radioactive waste

disposal facility in South Carolina.

The provisions of the Act extensively govern the relationship between the State of

South Carolina and operators of facilities for the disposal of low-level radioactive waste

in a comprehensive economic regulatory program. Fundamentally, the Act implements

the State's membership in the "Atlantic Low-Level Radioactive Waste Compact" (the

Compact) and authorizes the mmmer in which the State will participate in the Compact,

along with the States of Connecticut and New Jersey, which are the other members of the

Compact. S.C. Code Ann. § 48-46-20 (Supp. 2002). The Atlantic Compact Act
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establishesa scheduleof declining annual,maximumvolumesof low-level radioactive

waste from generatorsin stateswithin andwithout the Compactto be disposedat the

facility within SouthCarolina. S.C.CodeAnn. § 48-46-40(A)(6)(a)(Supp.2002). The

Act provides for the establistunentof rates for the disposal of waste within South

Carolina,establishescertainfeesfor variouspurposes,andmakesdispositionof revenues

generatedby thedisposaloperationsof facilities subjectto theprovisionsof theAct.

Among other things, the Act imposes a form of shared responsibility for

economic regulation between the Budget and Control Board (the Board) and the

Commission.TheBoardsetstheratesfor disposalof low-level radioactivewasteat any

facility locatedin SouthCarolina. S.C.CodeAnn. § 48-46-40(A) (Supp.2002). Upon

the Board's implementationof initial disposalrates,the Commissionis authorizedand

directedto identify "allowable costs"for operatingaregionallow-level radioactivewaste

disposalfacility in the State. S.C. Code Ann. § 48-46-40(B)(1). In fulfilling that

responsibility,the Commissionmust (a) prescribea systemof accounts,usinggenerally

acceptedaccountingprinciples ("GAAP"), using an operator's existing accounting

systemasthe "startingpoint"; (b) auditsiteoperators'booksandrecordsassociatedwith

disposaloperations;(c) assesspenaltiesfor failuresto comply with the Commission's

applicableregulations;and (d) requireperiodic reports from site operators. S.C.Code

Ann. §48-46-40(B)(2)(Supp.2002).

The Act defines"allowable costs" asthose"costs to a disposalsite operatorof

operatinga regionaldisposalfacility." S.C.CodeAnn. § 48-46-30(1)(Supp.2002). In
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addition to that definition, the Act specifies that "[a]llowable costs include the costs of

those activities necessary for:

(a) the receipt of waste;

(b) the construction of disposal trenches, vaults, and overpacks;

(c) construction and maintenance of necessary physical facilities;

(d) the purchase or mnortization of necessary equipment;

(e) purchase of supplies that are consumed in support of waste disposal

activities;

(f) accounting and billing for waste disposal;

(g) creating and maintaining records related to disposed waste;

(h) the administrative costs directly associated with disposal operations

including, but not limited to, salaries, wages, and employee benefits;

(i) site surveillance and maintenance required by the State of South Carolina,

other than site surveillance and maintenance costs covered by the balance of

funds in tile decommissioning trust fund or the extended care maintenance

fund;

(j) compliance with the license, lease, and regulatory requirements of all

jurisdictional agencies;

(k) administrative costs associated with collecting tile surcharges provided for in

subsections (B) and (C) of Section 48-46-60;

(1) taxes other than income taxes;

(m) licensing and permitting fees; and

(n) any other costs directly associated with disposal operations determined by

the [Commission] to be allowable."

The Act also expressly excludes from "allowable costs" the costs of "activities associated

with lobbying and public relations, clean-up and remediation activities caused by errors

or accidents in violation of laws, regulations, or violations of the facility operating license

or permits, activities of the site operator not directly in support of waste disposal, and
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othercostsdeterminedby the [Commission]to beunallowable." S.C.CodeAnn. § 48-

46-40(B)(3)(Supp.2002).

The Commissionmay useanystandard,fommla, method,or theoryof valuation

reasonablycalculatedto arrive at theobjectiveof identifying allowablecostsassociated

with wastedisposal.S.C.CodeAnn. §48-46-40(B)(8)(Supp.2002).

TheAct entitlesaprivateoperatorof aregionaldisposalfacility in SouthCarolina

to chargeanoperatingmarginof 29%. S.C.CodeAnn. § 48-46-40(B)(5)(Supp.2002).

(Thepresentregionaldisposalfacility in SouthCarolina is locatedin Barnwell County,

SouthCarolina.The facility shallhereinafterbeknown asthe facility at Barnwell.) The

operatingmargin is appliedto thetotal amountof theoperator's"allowable costs"which

the Commission has identified, excluding the "allowable costs" for taxes and the

licensingandpermitting feespaid to governmentalentities(i.e., those"allowable costs"

describedin Section 48-46-40(B)(3)(1)and (m)). S.C. Code Ann. § 48-46-40(B)(3)

(Supp.2002).

Under the Act, the "allowable costs" andoperatingmargin affect the amountof

revenuewhich a site operatoralmually pays to the Stateof South Carolina. Under

Section48-46-40(D)(1),at the conclusionof the fiscal year, a site operatorpaysto the

SouthCarolinaDepartmentof Revenuean amountequalto the total revenuesreceived

for wastedisposalin that fiscal year(with interestaccruedon cashflows in accordance

with instructionsfrom the StateTreasurer)lessits allowablecosts,lessthestatutory29%

operatingmargin,andlessanypaymentsthesiteoperatorhadpreviouslymadeduringthe

fiscal year for reimbursementof certain administrative costs which the Board, the
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Commission,the StateTreasurerandtheAtlantic CompactCommissionhadincurredin

satisfactionof thoseagencies'responsibilitiesunder theAct. See S.C. Code Ann. § 48-

46-60(B) and (C) (Supp. 2002).

The Act also allows a site operator to file an application for adjustment in the

levels of previously identified "allowable costs" or for the identification of "allowable

costs" which the Commission had not previously identified. S.C. Code Ann. § 48-46-

40(B)(4) (Supp. 2002). The site operator must file such application within 90 days of the

conclusion of a fiscal year. If the Commission grants the requested relief in the

application, the Act requires the Commission to authorize the site operator "to adjust

'allowable costs' for the current fiscal year so as to compensate the site operator for

revenues lost during the previous fiscal year." Id.

S.C. Code Ann. Section 48-46-40 (B)(9) identifies certain specific parties to the

proceeding. This section of the Act states that the Budget and Control Board shall

participate as a party representing the interests of the State of South Carolina, and the

Atlantic Compact Commission (the Compact Commission) may participate as a party

representing the interest of the compact states. In addition, the section directs that the

Consumer Advocate and the Attorney General of the State of South Carolina (the

Attorney General) shall be parties. Further, representatives from the Department of

Health and Environmental Control (DHEC) shall participate in proceedings where

necessary to determine or define the activities that a site operator must conduct in order

to comply with the regulations and license conditions imposed by the department. The
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Act also states that other parties may participate in the proceeding upon satisfaction of

standing requirements and compliance with the Commission's procedures.

In the present proceeding, the Commission's Executive Director directed the

Applicant to publish a Notice of Filing in newspapers of general circulation one time,

advising the members of the public of how to participate in the proceedings. The

Company furnished affidavits to show that it had complied with the instructions of the

Executive Director. Parties of record in this case are as follows: Chem-Nuclear Systems,

LLC, the South Carolina Budget and Control Board, the Consumer Advocate for the

State of South Carolina (the Consumer Advocate), the Attorney General of the State of

South Carolina, the South Carolina Department of Health and Environmental Control, the

Atlantic Compact Commission, Somh Carolina Electric & Gas Company (SCE&G),

Duke Power, and the Commission Staff (the Staff).

A hearing was held on February 12, 2003 in the offices of the Commission. The

Honorable Mignon Clyburn, Chairman, presided. Chem-Nuclear was represented by

Robert T. Bockman, Esquire. The Board was represented by Robert E. Merritt, Esquire.

The Consumer Advocate was represented by Hana Pokorna-Williamson, Esquire. The

Atlantic Compact Commission was represented by Frank R. Ellerbe, III, Esquire. The

Commission Staff was represented by F. David Butler, General Counsel. The Attorney

General, DHEC, SCE&G, and Duke Power did not appear at the hearing.

Chem-Nuclear presented the testimony of Regan E. Voit and Carol Ann Hurst.

The Board presented the testimony of William F. Newberry. The Staff presented the

testimony of William P. Blume.
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At the hearing,a StipulationandAgreement(the Stipulation)betweenthe Staff

and Chem-Nuclearwaspresentedto the Commission,alongwith revisedexhibits from

the ColmnissionStaff. Becauseof the reasoningstatedbelow, we adoptthe Stipulation

in part, andwe rejectit inpart.

II. DISCUSSION

The Stipulation contained a proposal that this Commission adopt revised

Commission Staff's Exhibit AA-2 (without information from the Operations and

Efficiency Plan (OEP)) for identification of allowable costs for Fiscal Year 2002-2003,

with one exception discussed later in the Stipulation. Second, the document proposed that

this Commission adopt costs from revised Staff's Exhibit AA-1 which were derived from

the information in OEP as a guide only to validate the actual costs for Fiscal Year 2002-

2003, but not for the purposes of adjustments to such actual costs. Third, the Stipulation

proposed that one-half of the costs which Chem-Nuclear incurred and paid in Fiscal Year

2001-2002 for the preparation of the OEP should be treated as an allowable cost for

Fiscal Year 2001-2002 in this proceeding. This amount was $123,699. Further, the two

parties agreed that Chem-Nuclear may request that the Commission identify as an

allowable cost the remaining balance of the costs (that is, $123,698) for the preparation of

the OEP in any future proceeding in which the OEP is used to make recommendations to

the Commission for identification of allowable costs. The two parties acknowledge the

authority of the Commission to make adjustments to the identification of the costs for

preparation of the OEP in future proceedings consistent with applicable law. Next, both

the Commission Staff and Chem-Nuclear agree and propose that the statutory operating
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marginof 29%shouldbeappliedto $42,339of thoseexpensesfor FiscalYear2001-2002

in AccountNo. 7500,"Service," anddescribedin AdjustmentNo. 8 of the Commission

Staff's Report.Finally, bothpartiesagreethatrevisedexhibitsattachedto theStipulation

reflectedthemattersto which thepartiesagreedto in theStipulation.

First, we approveall accountingand proforma adjustmentscontainedin Staff

witnessBlume's direct testimonywhich were not objectedto by Chem-Nuclear.Staff's

analysiswasverythoroughin thismatterandits adjustmentsarewell-foundedin factand

law, thereforeallowingappropriatereimbursablecostsfor tile fiscal yearendingJune30,

2002.Exceptasmaybeobjectedto by Chem-Nuclear,weadoptStaff's proposedallowed

reimbursablecosts.Thesereimbursablecostsareshownin Exhibit A-1 of the Stipulation

and Agreement of February 12, 2003 (the Stipulation). Said adoptedamounts are

containedin theAppendixattachedhereto.

Second,we believe that Staff's allowableand direct and indirect costsfor the

fiscal yearendingJune30,2003,utilizing theOperationsandEfficiency Plan(OEPPlan)

containedin Exhibit AA of theStipulationandAgreementbetweentheCommissionStaff

and Chem-NucleardatedFebruary 12,2003 shouldbe approved.This approvalwould

include the inclusion of the remainingbalance$123,698of cost recoveryfor the OEP

Plan, which representsone-half of the consulting fee, and, as Blume statedin his

testimony,that would includetheability to placea29% operatingmarginon that sinceit

is part of a disposalcost. (SeeAppendix attachedto this Order for a specific listing of

approvedallowabledirectandindirectcostsfor fiscal yearendingJune30,2003.)
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Some history of the OEP Plan is in order. In Order No. 2001-499, this

Commission found that reductions in fixed and variable costs should result from

reductionsin thewastestreamto the Chem-Nuclearfacility. To quantify thesefuturecost

reductions,Chem-Nuclearwasdirectedto provideto this Commissionan "operationsand

efficiency plan" or OEP Plan for the Barnwell facility preparedby an independent,

qualified party. Theplan was to identify least-costoperatingstrategiesfor future years

including,but not limited to, personnelrequirementsfor disposalservices,and optimal

vault andtrenchconfigurationsfor determinationof allowablevariablecosts.Any request

for proposalwasto besubmittedto theCommissionfor approvalprior to initiation of any

proposedwork. UnderOrderNo. 2001-499,the planwas to becompletedprior to June

30, 2002,and the findings andrecommendationsof the plan were to be reviewedand

consideredby the Commissionin subsequenthearingsregardingallowable and fixed

costs.SeeOrderNo. 2001-499at29-30.

This Commissionapproveda Requestfor Proposal(RFP) in OrderNo. 2002-1.

The Commissionfoundthat theRFPcriteriawereappropriatein allowing acontractorto

developtheproperplan outline to assisttheCompanyin thedevelopmentof therequired

least-costoperatingstrategiesfor the future. On June26, 2002,Chem-Nuclearfiled the

OEP with this Commission.However,Chem-Nuclearand the Board filed a letter and

JointStatementonDecember2, 2002,in which theyrequestedthattheCommissiondefer

considerationof the Plan past the proceedingpresentlybefore the Commission.The

CompactCommissionultimately filed a letter in supportof the Joint Statement.The

Commission Staff stated in its letter of December 17, 2002, that it had no objection to the
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Commission'sapprovalof the Joint Statement,but that Staff wantedto employ certain

financial tools asdescribedin the OEPfor purposesof forecastingallowablecostsasof

the endof fiscal year2002-2003.Staff furtheropinedthat if the OEPwas tabledfor the

present proceeding, the cost of the OEP should be deferred or only a partial

reimbursementshouldbe allowedfor recoveryduring thenext fiscal year. (.SeeHearing

Exhibit 1.)

We agreewith Staff that, evenat this point, the financial tools containedin the

OEPshouldbeuseful for purposesof forecastingallowablecostsasof the endof fiscal

year 2002-2003.Thereforewe have concludedthat Staff's numbersin revisedExhibit

AA incorporatingthe economictools from the OEPPlan are reasonableat this time,

exceptwherenoted.However,we reservetheright to more fully evaluatetheOEPin the

nextandfutureproceedings.

With regardto the OEPPlan,we believethat Chem-Nuclearshouldbeorderedto

file a statementfor approvalby this Cormnissionregardinga collaborativereviewof that

Plan.All partiesin this Docket shouldbeprovided an opportunity to participatein the

collaborativereview,which shall bechairedby the Commission.Further,theExecutive

Director should appoint appropriateStaff membersto be on that review team. The

purposeof the review would be to determineif consensuscan be met regardingthe

validation of the OEPPlan. The statementshouldclearly identify areasof agreement

and/ordisagreementregardingthe OEP.All partiesparticipatingshouldbeprovidedan

opportunity to submit commentsto the Commissionin this matter. However, such

commentswouldneedto besubmittedprior to June30,2003.
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Lastly,webelievethat Chem-Nuclearmustincludetheuseof theOEPPlanin its

next application to be filed with the Commissionthis year. Nothing in this Order

prohibitsanyparty in thenexthearingfrom providingtestimonyregardingthevalidity of

theOEPPlan.

We alsobelievethatthevariablecostsutilizing theOEPPlancontainedin Exhibit

AA of the StipulationandAgreementbetweentheCommissionStaffand Chem-Nuclear

datedFebruary12,2003shouldbeadopted.Theseapprovedvariablecostsappearin the

attachedAppendix.

Staff witnessBlume testified that this Commissionshouldhold in abeyancethe

final implementationof the CostPoint AccountingSystemsoftwareuntil suchtime that

Staffcanadequatelytrackandsubstantiatethatthesystemhasbeenvalidated.Tr., Blume

at 135.According to Blume, this canbe donein the next Chem-Nuclearhearing,or it

couldbe doneprior to June30, 2003,pursuantto motion by one of the partiessuchas

Chem-Nuclear,so that the particular softwarecanbe utilized for the Company'snext

filing. We agreewith theStaffon thismatter.

Chem-Nuclearproposed that we approve the Key Manager and Employee

CompensationPlan.Tr., Voit at 55.We agreeit is very difficult to find highly technical,

qualified peoplein this field. The Companyclearly needsa goodretentionpolicy and

compensationplan for Barnwell. The Board agreeswith adoptionof the Key Manager

andEmployeeCompensationPlan.See Tr., Newberry,at 96. We believethat this Plan

shouldbeapproved.
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III. FINDINGS AND CONCLUSIONS

1. The Public Service Commission of South Carolina is authorized and

directed by S.C. Code Anu. Section 48-46-40(B) e t _ (Supp. 2002) to identify

allowable costs for operating a regional low-level radioactive waste disposal facility in

South Carolina. The described facility is located in Barnwell, South Carolina.

2. Chem-Nuclear has operated the disposal site in question continuously

since 1971 without interruptions. The site is comprised of approximately 235 acres of

property owned by the State of South Carolina and leased by Chem-Nuclear from the

Budget and Control Board. Approximately 102 acres of the 235 acres have been used for

disposal. Approximately 13 acres remain available for disposal.

3. The Commission Staff's adjustments are adopted, except as noted above

and except any adjustments objected to by Chem-Nuclear.

4. We hold that Chem-Nuclear's current accounting system accurately

reports financial transactions, and that the present chart of accounts should continue to be

used by Chem-Nuclear at this time. We hereby hold in abeyance the final implementation

of the Cost Point Accounting System software until such time as the Commission Staff

can adequately track and substantiate that the system has been validated. This can be

done in the next hearing, or it could be done at some prior time to June 30, 2003. Any of

the parties may make a motion for a finding that the system has been validated, so that, if

granted, Chem-Nuclear could use the system for its next filing.

5. The various accounts and the undisputed amounts that shall herein be

approved by this Commission as allowable costs for fiscal year 2002-2003, the allowable
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variablecostsfor saidyear,andthevariousaccountsandundisputedamountfor payment

of excesscostsoverandabovethose approvedby usfor the last fiscal yearare included

in the Appendix attachedto this Order. The numbersappearedin Exhibit A-1 and

Exhibit AA to theStipulationandAgreement.

6. Further,we approvethe sum of $4,976,551in fixed costs, and variable

vault costsratesfor classesof wasteasdescribedin witnessBlume's direct testimony.

The actualexpensewill bedependenton the actualvolumeandclassof wastereceived.

The Commissionalsoapproveswastedependentandsemi-variablelaborandfringe rates

on a cubic foot basis. We believe that these numbers and rates are appropriately

documentedin the Staff testimonyandexhibits,andthesenumbersandratesarehereby

adoptedasreflecting the true allowablecost for Chem-Nuclearto operatethe Barnwell

disposalfacility.

7. The Key ManagerandEmployeeCompensationPlanproposedby Chem-

Nuclearis approved.

8. After due considerationof this matter,Chem-Nuclearis ordered,prior to

June 30, 2003, to file a statement for approval by this Commission regarding a

collaborativereview of the OEPPlan.All partiesin this Docket shall be provided an

opportunity to participate in the collaborativereview, which shall be chairedby the

Commission.Further,tile ExecutiveDirectorshallappointthe appropriateStaffmembers

to beon that review team.Thepurposeof the reviewshall be to determineif consensus

canbe met regardingthe validationof the OEPPlan.All partiesparticipatingshall be
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provided with an opportunity to submit commentsto the Commissionin this matter.

However,thesecommentsmustbesubmittedprior to June30,2003.

9. Consistentwith ourprior Orderin this matter,Chem-Nuclearmustinclude

theuseof theOEPPlanin its nextApplicationto be filed with the Commissionthis year.

Nothing shallprohibit anyparty in the nexthearingfrom providing testimonyregarding

thevalidity of theOEPPlan.

10. Chem-Nuclearshallcontinueto submit monthly reportsof variablecost

datato theCommissionasrequiredby CommissionOrderNo. 2001-499.

11. This Ordershall remain in full force andeffectuntil further Orderof the

Commission.

BY ORDEROFTHE COMMISSION:

_Jon L. Clyburn,Cha_'l'_an

ATTEST:

Gary_gxecutive D"

(SEAL)
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Chem Nuclear Systems LLC
Commission Reimbursable Costs
Fiscal Year Ending June 30, 2002

Description Commission's Allowed
Reimbursable Costs

Variable Cost
Vault and Trench Amortization Costs

Direct Cost
Exempt Labor

Non-Exempt Labor
Temporary Labor
Overtime Labor

Equipment
Materials

Affiliated Cost
Contract Cost

Maintenance Cost
Laundry Services
Travel Expenses

Other Direct Costs
Federal Express & Postage
Calculated Fringe Benefits

R&M Equipment Maintenance
Capitalized Cost

Project Cost
Insurance Premiums
Site Labor Allocation

Total Direct Cost
Indirect Cost

Exempt Labor
Non-Exempt Labor

Labor Allocation
Calculated Fringe Benefits

Overtime Labor
Allowable Fringe
Travel Expenses
Employee Cost

Office Supplies & Expenses
Building & Utilities

Services
Equipment

Depreciation
Management Fees/General & Administrative

Total Indirect Cost

Total Direct, Indirect Cost & Waste Dependent Costs

Reimburseable Costs-No Operating Margin of 29%

Costs Associated with Consultants on Operating Rights Issue
in 6/30/2001

Operating Rights
Total

Total Costs Approved

1,451,924

660,136
835,552

9,152
41,398

231,030
38,006
82,828

163,317
19,329
3,138
4,550

50,773
5,140

513,387
77,610

(29,538)
46,214

462,193
(11,448)

3,202,767

632,624
225,963

(130,647)
(588,363)

1,630
1,004,579

59,132
94,284
93,101

139,193
361,663
85,324

362,977
651,235

2,992,695

7,647,385

42,339

625,000
667,339

8,314,724
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Chem Nuclear Systems LLC

Commisssion Approved Costs

Fiscal Year Ending June 30, 2003

Description

Direct Cost

Direct Labor

Direct Labor-Staff Regular

Direct Labor-Staff Regular

Direct Labor-Overtime

Total Direct Labor

Fringe Benefits

Fringe Pool 11130-Direct Labor

Direct Maintenance

Direct Laundry

Temporary Labor

Subcontractors

Total Subcontractors

Direct Material

Direct Equipment

Direct Material

R&M Equipment

Project Cost

Other Direct Cost

Direct Affiliated

Direct Contract

Direct Postage and Mailing

Total Direct Material

Other Direct Costs

Travel

Capitalized Costs

Insurance

Site Labor Allocation

Total Other Direct Costs

Total Direct Costs

Amount

416,242

480,337

37,680

934,258

312,042

19,331

4,955

3,650

27,936

231,030

38,006

62,460

48,816

49,156

82,828

142,000

4,212

658,508

4,610

(18,760)

563,586

(24,870)

524,566

2,457,310
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Indirect Cost

Fringe Benefits

Allowed Fringe

Indirect Labor

Indirect Labor-Exempt

Indirect Labor-Non Exempt

Indirect Overtime Labor

Total Indirect Labor

Overhead Expenses

Labor Allocation

Calculated Fringe

Travel

Employee Cost

Office Supplies & Expenses

Building & Utilities

Services

Equipment

Depreciation

Management Fees/G & A Allocations

Total Overhead Expenses

Total Indirect Cost

Total Direct and Indirect Cost

Cost Per Cubic Foot of Waste

Class A Waste

Class B Waste

Class C Waste

Class C Slit Trench Waste

Waste Dependent Labor Cost per OEP Plan

Waste Dependent Fringe Cost per OEP Plan

Semi-Variable Labor Cost Per OEP Plan

Semi-Variable Fringe Cost Per OEP Plan

714,401

433,598

159,621

1,030

594,248

(130,407)

(405,959)

54,000

72,456

93,101

139,193

348,374

85,324

303,274

651,235

t,210,591

2,519,241

4,976,551

Costs

23.90

24.76

24.13

137.65

6.08

2.03

4.50

1.50


